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The  Speech  here  reprinted  was  delivered  by  Mr.  RUNG  I  MAN, 
on  September  26th,  ^9^S,  at  the  Evening  Session  of  the  General 
Gommittee  of  the  National  Liberal  Federation,  in  the  Midland  Hall, 
Manchester,  i?i  proposing  the  following  resolution  : — 

^'■This  Committee  notes  -loith  satisfaction  that  the  United  1..  '  vt. 
the  only  F^ec  Trade  country  among  the  Allies,  has  been  able  to  fina/i^^ 
during  years  of  costly  warfare,  not  only  her  o'on  efforts  but  a  large  pari 
of  the  effort  of  all  her  European  Allies,  and  that  possessing,  through  Free 
Trade,  nearly  half  the  merchant  slapping  of  the  'oorld,  she  has  been  able 
to  save  the  Allied  cause  from  disaster, 

"  Conin?tced  that  Protection  maintai?ts  a  high  cost  of  living  a/id  thereby 
i^npoverishes  the  people,  encourages  the  formation  of  rings  and  trusts, 
increases  the  cost  of  productioii,  ijijures  the  export  trades,  and  damages 
the  shipping  industry,  this  Committee  stands  fro  i  for  Free  Trade. 

The  Committee  affirms  that  where  ineasures  may  have  to  be  taken  to 
safeguard  and  maintain  production  at  Home  in  special  cases  where  the 
National  security  is  endangered  by  dependence  on  Foreign  Supplies,  the 
resulting  profits  should  go  to  the  State  and  not  to  private  iiidividuals. 

"  Whither  any  form  of  economic  pressure  will  be  tieedei  after  the 
War  for  the  sake  of  Natiojial  security  must  depend,  in  the  opinion  of  this 
Committee,  upon  the  terms  of  Peace i'' 


THE  WAE 


AND  FEEE  TRADE. 


R.  RUNCIMAN,  ^pealing  at  Jtlancfmfer  on  Sepftmlrr  26fh, 
J  918,  said : — The  resolution  whicli  I  have  to  propose  need  not 
be  referred  to  any  sub-committee  of  this  Federation.  It  is  clear  and 
fmphatic,  and  it  states  with  precision  the  position  which  I  believe 
ought  to  be  held  by  the  Liberal  Party  of  every  complexion,  of 
every  degree  of  wealth,  and  from  ever}^  part  of  the  country. 

The  Fiscal  Policy  of  the  Past. 

There  have  been  a  good  many  people  during  the  "War  who, 
for  some  reason  or  another,  have  declared  that  we  were  done  with 
Free  Trade.  Their  reasons  are  various  and  peculiar.  But  they 
seem  to  have  estimated  our  fiscal  policy  in  the  past  purely  in 
terms  of  Germany.  They  imagine  that  we  were  Free  Traders 
because  of  our  generosity  to  the  Germans,  and  they  also  seem  to 
believe  that  Free  Trade  is  in  some  way  or  another  responsible  for 
the  present  war.  I  am  not  exaggerating  when  I  say  that  one  of 
our  most  active  orators  makes  that  the  staple  of  his  speeches. 
There  are  some  people  who  are  not  as  closely  allied  to  Liberalism 
as  we  are  who  have  been  very  much  attracted  to  these  strange 
methods  of  thought.  But  we  ourselves  have  good  reason  to  be 
satisfied  with  the  fiscal  policy  for  which  we  have  stood  in  the 
past. 

There  is  no  need  for  us  to  indulge  in  any  sort  of  self- 
complacency  ;  but  when  I  am  told,  as  we  are  told  frequently  by 
prominent  statesmen,  both  in  and  out  of  the  House  of  Commons, 
that  the  war  has  changed  eveiv  thing,  there  are  always  two 
things  that  I  remember  that  have  never  been  changed  by  any 
war.  One  is  human  nature,  and  the  other  is  the  rules  of 
arithmetic. 

The  Test  of  Arithmetic. 

I  will  say  nothing  about  human  nature  for  the  moment ;  but 
let  us  appeal  to  the  rules  of  arithmetic.  If  Free  Trade  has  been 
a  failure,  how  does  it  happen  that  the  finances  of  the  Free  Trade 
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country  of  Europe  have  held  out  longer  than  the  finances  of  any 
other  country  in  Europe  ?  How  does  it  happen  that  we  have 
been  able  not  only  to  pay  for  our  own  part  in  the  war,  but 
we  have  been  the  backers  of  France's  bills  ?  We  have  lent 
money  freely  to  her  and  freely  to  Italy.  All  the  smaller 
nationalities  have  been  financed  by  us,  and  at  the  present  time 
all  the  purchases  made  by  France  and  Italy  and  Belgium  in 
the  course  of  this  war  outside  of  the  United  States  of  America 
are  made  on  British  credit,  and  British  credit  has  survived. 
Until  xlmerica  came  into  the  war  we  were  the  only  belligerent 
that  was  solvent.  If  Free  Trade  has  been  a  failure,  let  u>  have 
more  failures  like  it  in  the  future.  Then  what  of  our  revenue  ? 
The  Free  Trade  method  of  raising  revenue  is  the  only  method 
that  has  stood  the  racket.  The  racket  of  war  is  a  great  strain  on 
all  financiers.  It  leads  to  many  strange  doctrines  on  finance  ;  but 
it  also  purges  financiers  of  a  good  deal  of  rubbish. 

Free  Trade  as  a  Taxing  Medium. 

Nothing  has  been  more  remarkable  than  the  abandonment 
of  Protectionist  taxation  by  every  one  of  the  belligerents.  Of 
course,  the  blockade  has  had  a  good  deal  to  do  with  that.  But 
apart  from  the  blockade,  it  is  a  remarkable  fact  that  not  one 
belligerent  has  attempted  to  raise  revenue  to  deal  with  its  debt 
which  has  not  had  to  resort  to  Free  Trade  finance.  That  is  true 
of  Italy,  of  France  and  England,  of  the  United  States  of  America, 
the  most  profoundly  Protectionist  of  them  all.  All  the  new  taxes 
in  the  United  States  are  Free  Trade  taxes.  They  are  on  the  basis 
of  direct  taxation. 

Free  Trade  as  a  taxing  medium  has  proved  itself  to  be  the 
only  one  that  can  stand  the  stress  and  strain  of  w^ar.  Then  we 
believe  that  our  Free  Trade  system,  and  the  necessity  it  has 
caused  for  all  our  industries  to  live  in  an  atmosphere  of  constant 
competition  with  the  whole  world,  had  a  great  deal  to  do  with  the 
remarkable  adaptability  of  our  manufactures.  I  notice  one  of  the 
speakers  this  afternoon  declared  that  a  great  deal  of  the  credit  for 
the  amazing  changes  in  our  industries,  the  methods  by  which 
they  were  turned  from  peaceable  to  warlike  uses,  was  due  to  the 
activities  of  the  Ministry  of  Munitions.  Give  it  all  the  credit 
you  like  ;  but,  when  all  is  said  and  done,  the  reason  why  our 
industries  were  so  adaptable  was  the  fact  that  those  controlling 
them  had,  year  in  and  year  out,  to  adapt  themselves  to  new 
circumstances  framed  for  them  by  foreign  competition,  from 
which  they  had  no  protection,  and  only  by  their  own  ability 
were  they  able  to  survive  that  competition.  Such  being  their 
training,  it  was  only  natural  that  when  war  came  they  threw 
their  ability  into  it  and  that  they  could  meet  the  new  situation 
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with  new  metliods.  The  business  men  and  the  workmen  of 
England,  and  not  any  one  particular  Ministry,  were  responsible 
for  the  amazing  output  of  munitions. 

The  British  Merchant  Navy. 

I  think  I  may  say  something  here  in  passing— though  it  is  a 
tender  subject — on  the  subject  of  ships.  I  should  like  to  know 
where  the  Alliance  would  have  been  without  the  British  Mei  chant 
Navy.  Russia  would  long  ago  have  colhipsed — long  before  the 
revolution.  France  would  have  been  starved  out,  and  could  never 
have  received  American  support.  Italy  would  have  been  starved 
into  submission,  three  years  ago.  As  for  ourselves,  we  know  we 
could  not  have  lasted  a  single  twelve  months  if  it  had  not  been 
for  our  splendid  Merchant  Navy. 

Anybody  who  knows  anything  about  our  Merchant  'Navy 
knows  that  it  was  dependent  priuiarily  upon  the  Free  Trade 
system.  Indeed,  we  need  not  say  what  it  was  dependent  upon. 
We  can  merely  take  the  fact  that  we  were  a  Free  Trade  country, 
and  that  we  owned  about  half  the  merchant  shipping  of  the 
world.  You  can  say  it  was  cause  and  effect,  or  that  it  was  only  a 
coincidence.  I  can  onh'  say  that  if  you  are  out  for  that  kind  of 
coincidence,  I  am  with  you.  That  sort  of  coincidence  has  been 
the  saving  of  our  cause.  Then  I  ought  to  add  that  the  British 
Navy  itself  would  not  have  been  as  large  as  it  was  but  for  the 
fact  that,  owing  to  our  having  no  t-i riff's  on  imported  commodities, 
we  were  able  to  construct  our  Navy  more  cheaply  than  men-of- 
war  could  be  constructed  in  any  other  part  of  the  world.  That 
being  the  case,  we  were  able  to  build  far  more  vessels  from  our 
available  funds  than  we  should  otherwise  have  been  able  to  build 
to  provide  for  the  protection  of  our  own  shores  and  those  of  our 
Allies.  If  we  have  learnt  anything  by  experience,  surely  we 
should  remember  this  lesson. 

Lessons  taught  by  the  War. 

-  I  am  prepared  to  admit  that  I  as  a  Free  Trader  have  not  gone 
through  the  war  without  having  learnt  something.  He  would  be 
a  fool  who  had  had  four  years'  experience  of  the  war  and  learned 
nothing.  I  observe  that  when  a  Protectionist  asks  us  whether  we 
have  not  learned  anything,  he  generally  wants  to  know  whether 
we  are  not  learning  to  be  Protectionist.  One  thing  we  have 
learned — and  this  resolution  shows  we  are  prepared  to  declare  it — 
is  that  in  so  far  as  certain  necessities  for  national  defence  have 
been  only  obtained  before  outside  this  country,  we  must  provide 
for  them,  so  long  as  we  have  armaments,  within  our  own  shores. 
AVe  never  had  Free  Trade  in  cruisers  and  destroyers,  or  in  designs 


6 


which  went  to  make  the  British  Navy,  or  defined  our  artillery, 
and  we  cannot  have  the  ordinary  principles  of  Free  Trade  applied 
in  the  future  to  such  precious  things — it  seems  a  curious  term  to 
use;  precious  as  we  now  think  them — as  explosives. 

Production  and  Profiteering. 

There  ma}'  be  one  or  two  other  very  strictly  limited  categories 
where  we  must,  by  purely  artificial  mcms,  provide  for  production 
in  this  country.  But  if  we  do  that,  don't  Jet  us  add  to  the  number 
of  profiteers  ;  for  human  nature  is  just  what  it  was.  Behind  that 
tariff  there  will  be  greedy  men  who  will  be  glad  to  make  such 
profits  as  they  can  out  of  the  tariff.  The  profits  that  are  created 
behind  any  such  arrangement,  made  purely  for  national  defence, 
should  go,  not  to  the  individual,  but  to  the  State.  That  declara- 
tion will  remain  on  record  when  this  resolution  is  passed. 

The  Value  of  the  Economic  Weapon. 

Then  I  think  we  have  learned  the  enormous  value  of  the 
economic  weapon.  During  war,  it  takes  the  form  of  blockade. 
Everybody  knows  that  blockade  is  almost  as  necessary  to  our 
success  as  actual  fighting  in  tht  field,  and  the  blockade  cannot  be 
too  severe.  It  is  not  at  all  humane  to  make  the  blockade  leaky ; 
the  most  humane  thing  is  to  make  it  effective,  and  end  the  war  at 
the  earliest  possible  moment. 

After  the  war,  the  economic  weapon  can  be  kept  in  reserve. 
You  can  have  no  League  of  Nations  enforceable  without  recog- 
nition of  the  necessity  of  the  use  of  the  economic  weapon.  Let 
me  give  an  instance  :  If  you  have  a  league  in  which  Germany  is 
a  partner,  and  Germany  misbehaves  and  ignores  the  decision  of 
the  League  tribunal,  and  is  prepared  to  defy  the  whole  world, 
Germany  will  have  to  remember,  if  your  League  of  Nations  is 
properly  organised,  and  your  economic  weapon  well  arranged, 
that  she  can  get  no  raw  materials  for  her  most  vital  industries 
without  going  to  the  rest  of  the  world  for  them.  Let  Germany 
know  that  under  a  League  of  Nations  this  weapon  would  be  used 
ruthlessly  against  her  as  against  any  other  nation  that  attempted 
to  break  the  peace.  I  var}^  the  old  Free  Trade  statement  to  that 
extent. 

Dangers  of  the  Tariff  System. 

We  have  also  learned  by  experience  on  the  other  side.  Every 
day  we  are  learning  how  dangerous  it  is  to  have  trade  directed, 
controlled,  and  restricted  by  Government  Departments  ;  how 
dangerous  it  is  to  leave  to  any  man  the  power  to  grant  permits 


which  give  you  an  exception  from  a  regulation  ;  how  dangerous  it 
is  to  have  vast  organisations  that  can  bring  pressure  to  bear  upon 
our  great  Government  Departments. 

How  much  more  dangerous  would  it  be  if  the  normal  system 
of  this  country  were  a  tariff  system  !  Log-rolling,  influence, 
bribery  through  Parliamentary  organisation,  would  all  be  called 
in  here  as  they  have  been  in  other  countries.  We  have  kept  our 
Parliament  comparatively  pure ;  let  us  see  to  it  that  it  does  not 
deteriorate. 

Shortage  and  High  Prices. 

But  there  is  another  reason  why  we  must  hold  our  faith  in 
Free  Trade  with  redoubled  strength  and  vigour.  What  the  people 
of  this  countr}'  are  suffering  from  most  at  the  present  time  in  the 
region  of  economics  is  shortage,  and  high  prices,  and  shortage  and 
high  prices  are  likely  to  continue  for  some  time  after  the  war  is 
over.  Is  it  conceivable  that  anyone  in  his  senses  would  like  to 
put  on  a  tariii  k>  maintain  prices  at  their  lyresent  level  or  to  send 
prices  still  higher?  If  that  is  a  genuine  proposal  made  by  any 
political  party,  I  think  we  ma}-  safely  prophesy  that  they  will  be 
in  a  minority  at  any  General  Election  whenever  taken.  Unless 
prices  return  somewhere  near  their  old  normal  level,  we  shall 
never  get  out  of  our  financial  difficulties;  we  shall  have  continuous 
labour  trouble,  and  those  who  now  with  increased  wa^es  can 
barely  make  ends  meet,  will  find  that  their  household  troubles 
will  be  intensified. 

Let  us  make  it  clear  to  all  those  who  take  part  in  our  con- 
stitutional government  that  every  article  of  household  goods 
would  be  on  a  tariff  if  we  followed  the  example  of  Germany  or 
the  United  States  :  food,  clothing,  eA'erything  that  goes  to  make 
up  your  kitchen  equipment,  your  bedroom,  and  your  sitting- 
room. 

The  Influence  of  Tariffs  on  Production. 

I  think  it  is  scarcely  well  understood,  even  in  industrial 
circles,  how  far  a  tariff  would  be  likely  to  impede  production.  It 
has  been  said  already  this  evening  that  only  by  increased  pro- 
duction are  we  likely  to  be  able  to  put  ourselves  in  a  strong 
position  in  the  future.  A  tariff  will  tend  to  add  to  the  cost  of 
production,  and  not  to  reduce  it.  The  truth  remains  that  if  you 
are  to  have  cheap  production,  you  must  allow  those  who  wish  to 
buy  materials  for  their  industry  to  buy  them  freely  in  any  market 
of  the  world  where  they  can  obtain  them. 

I  fear  that  what  we  are  suffering  from  in  the  discussion  of 
Free  Trade  is  that  it  is  all  translated  into  terms  of  Germanv. 
Nothing  is  more  absurd  than  to  maintain  that  you  can  divide 
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the  world  inio  two  portions — the  British  Empire  and  Germany. 
There  are  Allies,  there  are  neutrals,  and  neither  of  these  are  to  be 
ignored.  I  wonder  whether  those  who  talk  so  glibly  about  our 
erecting  a  tariff — whether  a  single  tarifp,  a  two-decker  tariff,  or  a 
three-decker  tariff" — realise  what  would  be  the  feeling  in  France, 
Belgium,  or  Italy  if  we  were  to  tell  them  that,  having  sworn 
affection  for  them  during  the  war,  when  the  war  is  o\'er  we  intend 
to  penalise  their  manufacturers  or  e::porters  by  putting  on  a  tariff 
against  them,  our  markets  to  be  less  accessible  to  them  after  the 
war  than  before  Ave  fought  side  by  side. 

An  Economic  War  and  International  Amity. 

If  that  is  the  way  in  which  we  are  to  add  to  international 
friendship,  then  heaven  help  us !  In  the  old  liscai  days  we 
constantly  argued  that  if  you  got  rid  of  tariffs  you  would  '^dd 
to  the  sum  total  of  international  amity.  That  still  remains  true , 
and  I  say  without  the  least  hesitation  that  if  we  end  up  the  war 
which  is  now,  w^e  hope,  drawing  to  a  victorious  conclusion,  in 
order  to  institute  an  economic  war,  we  shall  not  only  be  foolish 
in  our  own  interests,  but  we  shall  make  for  the  eternal  enmity 
of  the  world. 
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